Page  1  of  6 

Tarrant  County  Texas 
1 1/30/201 0  8:22  AM  D210293396 

PGS     6  $36.00 
Submitter:  ACS 


DALE  PROPERTY  SERVICES,  LLC 
ATTN:  RECORDING  TEAM 

500  TAYLOR  ST.  STE  600 
FORT  WORTH,  TEXAS  76102 

Submitter:  DALE  PROPERTY  SERVICES,  LLC 


SUZANNE  HENDERSON 
TARRANT  COUNTY  CLERK 
TARRANT  COUNTY  COURTHOUSE 
100  WEST  WEATHERFORD 
FORT  WORTH,  TX  76196-0401 


DO  NOT  DESTROY 
WARNING  -  THIS  IS  PART  OF  THE  OFFICIAL  RECORD 


Electronicallv  Recorded 

Official  Public  Records 


Suzanne  Henderson 


ELECTRONICALLY  RECORDED 
BY  ERXCHANGE 


Page  2  of  6 


C0Nm>SNTIALrrY  RIGHTS:    IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY 
™  ****  °R  ^  OF  THE  ALLOWING  INFORMATION  FROM  ANV 

mSTRUMENT  THAT  TRANSFERS  AN  INTEREST  IN  REAL  PROPERTY  BEFORE  IT  IS  FXLEi 

DR?VS^ENSE^Sr:IC  mCOm>$Z   Y0VR  SOCUL  SECURITY  NDMBER  OR  YOUR 


Producers  SS  (4-S9)  —  Pay  up 
With  640  Acres  Peeling  Ptomsioh 
STANDARD  LEASE  W/  OPTION  v.  5 


1   Electronically  Recorded 
PAID  UP  OIL  ANB  GAS  LEASE      [Chesapeake  Operating,  Inc. 

(No  Sin-face  Use) 


-  ™S  ^f^TI*  <*  Q^Qm.  2010,  by  and  between  SCH  Properties,  LLC  a  Texas  limited  liability  comply  whose 

^^L^T    ^  N01th  TtichlCTd  Hi"*-  TX-  761S0-4752.  as  Le^or,  and  CHESAPEAKE  EXPLORATION.  LL.CAN  Q«.JHnL  ,  ^ 

^2  ACRES  OF  LAND,  MORE  OR  LESS,  BEING  Lot  I$A  BLK  $„  OUT  OF  THE  Golden  Gardens  Addition.  AN  ADDITION  TO  THE 
CITY  OF  Haitpm  Cwv,  3EING  MORE  PARTICULARLY  DESCRIBED  BY  METES  AND  BOUNDS  IN  THAT  CERTAIN  PLAT 
RECORDED  IN  VOLUME  964,  PAGE  221  OF  THE  PLAT  RECORDS  OF  TARRANT  COUNTY,  TEXAS. 

S^^r0^^7^  ^  C°^n"13  ~  ^  ^         °f  ,CM  (inauCfinS       WW*  which  Lessor  may  rafter  acquire  by  torsion. 

££S  -]iJSS>nC™  C^^'  <)M^iJ«*idnS,  and  marking  oil  and  g3Sl  atong  with  all  trydrocarbonand  non  hydrSrton  ab«^ 

wef  oThWrc^^^  (wrattons). .  Tne  term  -gas"  as  used  herein  .neiudes  helium,  carbon  d,oxidc  and  otterwmmercial  sSLlS 

iSl^r  ^       10      ^^escnisea  leased  premises,  this  tease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter 

~  a *S*2E£^  f^***1*"1  P^^es,  and.  in  consideration  of  J  .ftmw^^ta^!^^^ 

?V  a°fl,tl0n3i  w  ^PPlewnni  moments  for  a  mere  complete  or  accurate  description  of  the  land  so  cohered.  Rw  mo  puipm  tfoMtmtimiw 
ire  amount  of  any  shuMn  royalties  hereunder,  the  number  of  gross  acres  above  specified  snail  be  deemed  comsctwhahcr  actually  more •« lesT  Determining 

m  «  «'TNJ  ^  ^ 55  3  "PS"tT  feEB° r0qulrinS  W  TCntate'  5,100  De  *"  fQfce  for  a  t"1™^ Teml  otThree  (3J  ye»  from  the  date  hereof,  and  for  as  long  thereafter  as 

S S  p2££ ara      in  ^ *"nmte  ,fom  8,0  ,cascfl  Bremises  orfrom  ■ands  p00led      *  ,eas*  13  othe™*e 

3.  Royalties  on  oil.  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  0.1  and  other  fepx!  hydrocarbons 

^ST1"!*  ^J^^J^^  ****  Sh3"  te  Twynty-S^Easga   *  sucn  production,  to  be  deUvercd  at  Lessee's  option  to  Lessor 

ZSE^T, ^  5  ^  3t  1,10  011  Wrchascr  s  transportation  facilities,  proved  that  Lessee  shall  have  the  contirtuina  ™nI  to  purchase  such  production  at  the 
wellhead  marxet  pnee  then  prcvaJms  « the  same  field  (or  if  there  ,s  no  ^ch  pnea  then  prilling  « the  same  fietd.  then  In  the  rwmn9 fioid  in  wWchm^is  s^hTpTevalli^ 
pnee)  for  production  of  similar  grade  and  gravity:  »)  for  gas  (including  casing  head  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  Twentv-Five 
PSESS3E  t  )%  of  the  proceeds  realized  by  Lessee  from  me  sale  thereof,  less  a  propertmnato  part  of  ad  valorem  taxes  and  production  severance  or  otter , 


*  .  „  ling  price]  pursuant  to  comparable  purchase  contracts  entered  into  on  the  samoorneaufstprecedwo  datoasthc 


S  ™  ^„lTif  m  m0,flt?ir"n,8  m,s J^56"  ^ f^  a  penod  of  90  consacut.ve  says  such  well  or  wells  are  shut*  or  products  there  from  is  not  bong  sold  oy  l5s<^ 
^^V^StX^S  a°"ar  Mf       ^  covered  *  «*  te3se-  ^  ^ t0  Sc  mMe    Lessor  or  to  Lessor's  credit  m  the  depollttxy  d^grated 

S,™ tl°f  SaHaiay  P°n0<1  an°  0n  OT  63611  armhrwar,.  of  th0  ond  ot said  00-day  period  white  the  v«H  orSSTSe  ftuH 

production  there  from  is  not  being  sold  by  Lessee;  prodded  that  if  Bte  lease  a.  otherwise  being  mamtainod  by  operators,  or  if  produawn  isbcino  sold  bv  Lessee  from  another 
ma  JTZ?*  ™  due  until  th0  end^f  m?eo-d?V  p^^SS^SbSSw 

praducton.  Lessee  s  failure  to  property  pay  shut*n  royalty  shall  render  Lessee  liable  forthe  amount  due.  butshsll  not  operate  to  terminate  Site  tease  «pe™»™> 
4.  All  shu-m  royalty  payments  under  this  lease  shall  be  paid  or  tendcrw  »  Les^  or  to  Lessor's  croflit  in  at  lessor's  address  «bovc  or  its  successors 


payments. 

v^^^^S^JZT  ^fV'  '*  ^S2?  arab  3  a  *«»t**»*  <*  Pacing  in  psywg  quantities  (hereinafter  csBed  'dry  hole")  on  the  leased 

™^^t  Z  *      ^     therewith,  or  if  at!  production  (whether  or  not  m  paying  quantities)  permancnHy  ceases  from  any  cause,  including  a  revision  of  unit  boundaries 

SSSS^^^TTSJt  r3ra9raph  6  °r  8,0  acl,on  "  3ny  9°^'™^  3Ulh0f«y-  ^en  in  the  event  me  lease  is  not  ctherwteo  bomg  maintained  in  lorce  it  shall 
nevertheless ^rernaln  In  force  if  Lessee  commences  operate  for  revwrtang  an  existing  wen  or  for  drilling  an  agonal  wen  or  for  otherwrae  coining  or  restenns  productort 
Z.  J^J  premie  or  lands  pooled  therewith  uttm  90  days  after  compietton  of  operations  on  such  dry  hole  or  wrthin  90  cays  after  such  cessation  of  all  preftcten  ft* 
r^lSL? -t^^r^  a7  ^  ^2?ter'  W*  fe85e  ls  not  W«9  mainlaiwd  in  force  but  Lessee  is  then  engaged  In  drilling,  reworWng  or  any'other 

SS^SS^^f*^ 10  °bfn  °1 rest0re  proflucton  there  from.  Wis  lease  shall  remain  in  force  so  lonS  as  any  one  or  more  of  such  opera&onsare  prosecuted  wah 
»■    *  ^     ^^"''^  ^  ahd  rr  any  such  operations  result  m  the  production  of  oil  or  gas  or  other  substonoos  covered  hereby,  as  long  thereafter  as 

to  (a)  develop  the  leased  premises  as  to  formations 
leasod  promises  from  uncompensated  drainage  by  aj 
adOTiona!  wells  except  as  expressly  provided  nerdn. 
_  ,f:  Lessee       »ave  the  right  but  not  the  obligatjon  »  pool  all  or  any  part  of  the  leased  premises  or  interest  thomin  wlih  any  other  lanes  or  interests  as  to  any  or  alt 
I^XjZS&ISL?, 10         *  «Til««t  ^  eftner  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it  necesso^  or 

%*£££?J?£%Z?  W^e****  °r  operate  « premees,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  traSSS;  The 
^  ar,^.T i"^*  tS  "°t  a  honsonlal  ^^etb"  shal  «*  ^  30  acres  plus  a  maximum  acreage  tolerance  or  10%,  and  ror  a  gas  wSl  or  a 
^S^X^  T*"  640  ^  ^  3  ma>;brum  aCreaSe  tolaranc£i  of  1 0%:  0  ,ar9w  ""it  may  be  formed  for  on  oil  well  or  gas  won  or  horuomai 

^^^?^0r^La'?      if 0,19  W  dCns,ty  pattem  8121      be  *  Pe™^    any  govammcntai  aL-thoricy  having  jurisdiction  to  oc^sT  For  the  purpose 

°  "?  -    ^  WlH'  Sto"       ^  ^"'"^  Pfoscnsed  by  appticoble  law  or  the  appropriate  governmental  authority,  or,  If  no  definition 
S?  me,arl:  a  w  1  ""^  an       9as^"1  r*°  * 8wn  ",00-'X)0  cublc  (e51  W  barrel  aid  -gas  wen"  means  a  well  with  an  inrdal  50=^011  rato  of  700  000  cubic 

feet  or  more  per  barrel,  based  on  24-hour  praduaon  test  conducted  under  normal  producing  condiSors  using  standard  lease  separator  taalttlcs  or  equivalent  tcstinq 
™™™  *1f  5?  'T"  'hQK:?mt  completion-  means  an  oil  wen  in  which  the  horizontal  component  of  the  gross  completion  interval  In  she  reservoir  exceeds  the  vertical 
SSSSEf  r  *°SSS*,sJlp?*nB  ^  h~»«-  L^  ^  ^  of  record  a  wmten  docbratton  describing  me  unit  and  stating  tee  eBocbvo  date  of  S 

»2SfS^£25  ro'^5ll?ne  wer^ons  anywhere  on  a  unit  wh.ch  Includes  all  or  any  par:  of  the  leased  premises  shall  be  treated  as  if  «  were  production,  dnlto  or 
n^KSSSJ  r  !!e  'f35^  ^T^f0  ttMs!  f18  on  "«*  Lessors  royalty  ,s  calcubted  shall  te  that  proportion  of  the  total  wft  prodooon  whehtee 

net  acreage  covered  by  ths  lease  and  included  in  the  unit  bears  to  the  total  gross  acreage  m  the  unit,  but  only  to  tee  extent  such  proportion  of  unit  production  is  sold  by 
7^1™f^!2  "  on*_0f  more  ^  not  oxnaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  nave  the  recurring  ngnt  but  not  trie  obligation  to  revise  any 

IS  *  ef»™a«i  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  corrfoJm  to  the  well  spadn|  or  density  patted 
prescribed  or  permitted  by  the  governmental  authonty  having  jurlsdlcflon,  or  to  conform  to  any  productive  acreage  determination  made  by  such  governmental  authority  In 
mak«w  such  a  reviaon.  Lessee  shall  file  of  record  a  written  declaration  describmg  the  revised  unit  and  stating  the  effective  date  of  revisran.  To  the  extern  any  portion  of  the 
E?t5?  >f  *  or5duaea/romJ  «»  unN  *         of  such  revision,  the  proportion  Of  unit  production  on  which  royalty  are  payable  hereunder  shVri  thereafter 

^J^^iSS-™^  Z  ?Men<*  of  P^uK,on  m  ^"9  quanw.es  from  a  unft.  or  upon  permanent  cassation  thereof.  Lessee  may  terminate  the  unit  by  filing  of  record 
a  wmtcn  declaration  descnbing  the  una  and  stating  the  date  of  termination.  PooSng  hereunder  shall  not  consKutea  cross-conveyance  of Wrests. 

-  °r  °™ns      th3n  ltw  lu"  mnlera'        in  311  or      P=rt  of  the  leased  premises,  the  royalties  and  shut-in  royatties  payaole  hereunder  tor  any  well  on  any  port 
Mh ^ShelS'srt  pret^13       Werewrtn  ^  se  reduced  to  310  P™P«*n  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full  mineral  estetein 
5.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  tn  whole  or  in  part,  by  area  and/or  by  depth  or  =ono,  and  the 
ISSU?  5         £  ?5£^  ^  ^W"0  to  H«*  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  n  Lessor's 

^c  *,°  ^  of.rMll?nB  «"e  nghts  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  bindino  on  Lessee  until  60  days 
after  Lessee  nas  been  furmshed  the  original  or  cemfied  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or 
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,hut-in  royalties 
Brno  two  or  more 
1.  other  Jointly  or 
obligations  tnercaftcr 
ot  arfect  the  nghts  of 

m  accordance  with  the  net  acreage  Interest  retained  hereunder,  tot*Bj  oMlSatton t0      or  tender  shut-In  royaioes  snail  be  proportionately  reduced 


12  in  the  event  that  Lessor  °i^S  ,ea=e  P™*"*"  *  «hor°PMifaw  are  so  prow**  delayed  onmemipted. 

Le-Jv-*         ^tL™ IS™'7  ^  01  *lS  6:ase- recep/es  3  00113  Me  Lessor  is  wiling  to  accept  from  any  party  offering  w  purchase  from 

^.-l^v^T9.  !7  ?  1th*  covered  by  ihEs  lease  and  covering  all  or  a  portion  of  a»  land  described  herein,  with  fttetmnntSm 

£5  TJ£  w*??".^ '  ^  apes  to  no%  in  vmtfcg  of  sard  Offer  immediately,  ,ncludin9  in  the  notice  the  name  and  ^ZcSXpSrS 

if^to  ^,^^^^tmeran»OTVered  by     <^er  8t  Sie  pnee  and  according  to  the  terms  and  conditions  spearieS  in  the  offer 

«»1  J?  ^  Sy  Le=sor  w"n  ro50C!C  to  or  eef3ult  »y  Lessee  hereunder,  for  a  period  of  at  toast  90  days  atar  Lessor  has  dven  Le~*ee 

f^i^f1  °rtle2Ult  5*  0CCUTCa' 0115  le33e  ^  not  be  forfeited  or  canceled  in  whole  or  rn  part  unless  Lessee™^* Ta  Ste 
arrwortersardjutfieiaidctonninationtor^^  *  °"-'uul™"' 

*J%JE  ^COnS^°n  r?tea  ^  L0Ssor  hen*ir  3ranB'  and  unt°  Lessee,  its  successors  and  assorts,  a  perpetual  subsurface  well  bore 

r^tZZrfT  ?  ^  ^  and  wn,ch  are  not  .mended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  wWch  Lessor  shall  li»MWBM»« 
other  benefit  Such  subsurfac*weB  bore  wsernen^  -nan  nave  no  rignt  ,o  royalty  or 

rr^tJ^Z^n^aT^fa  a5reesJf  dcfenci  0,16  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  dlscrwrgo  any  taxes. 

n™f^Sf  : J     naoate)  »  «  ottwr  rights,  may  reimburse  itself  out  cf  any  royatocs  or  shut-in  royalbos  otherwise  payable  rotessor  hereunder  In  tte  «wmt 

■.essce  has  been  furnished  satisfactory  ewdence  that  such  dolm  has  been  resolved. 

operafionsNOIWthSt3nd',,S  0nyD1i^lf,  Mnt3ine<1 10  *e  in      lea5e'  Lcss0&  sna"  ^  h^  W  risWs  io  uso  the  surface  of  me  loasM  promises  for  drilling  or  other 

«~  JL'  r^0"Wl  the,r  SUCCC3Sora  3nd  a=3i3n::'  hereby  S™"15  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  or  Two  rjh  years  from 

^I^Z^ZS,  °r^f'^B}°  ^T0;.10  ^  end        P"™^ ,em  the  same  b0nu5  oonsldcraKon,  termsand  conditions  as  granted  for  this  lease 
is.  The  lease  may  be  executed  m  counterparts,  each  of  which  is  deemed  an  original  and  an  of  which  only  constitute  one  ohgmai. 

Sec  Exhibit  "A"  Attached  hereto  and  by  reference  made  a  part  hereof. 

vil<^!,ER  °F  REfjtfS^mA'"^'-  3<*nowrcd=<*  ^  oiI I«*  payment*,  to  tlse  form  ofrenoi.  bones  rojalty.  are  market  riensitive  and  m^y 
^T-™.  w  "  ^     J  *"  Lc**B,be  "^"--"W  J*k  nndwss.nds  tot  these  (case  parents  ami  terms  .re  fear  and 

i  ^  W  1,0(1  °r  UtKJaC  ,nl5acn«-  Leei»'  «coS»fe«  that  lease  values  «uld  -o  np  or  down  dependins  on  o^rlw  conditions.  Lcsw- 

aefcnowleasc  chat  no  reprwentat.ons  or  assonances  were  made  in  toe  oewtiation  of  this  lease  that  Lessor  would      the  Iriphcst  price  or  different  terms  dependia"  on 

JN«I!^I^  WS,E0!'     JS*  *  10  ^  as  of  the  date  rewritten  above,  but  upon  oxocubon  shall  be  bindlns  on  the  signatory  and  the  signatory* 

hefs,  devisees,  executors.  adoMusaaors.  successors  and  asagns.  whether  or  not  this  lease  has  been  executed  by  M  parties  hereinabove  «mcd»lSo^ 

LESSOR  (WHETTEEil  ONE  OR  \30RE) 


Viity  company 


Si^naiurc: 
Bv: 


Signature:. 
Printed  Name: 


STATE  OF  TB 
COUNTY  OF  ~tf\(l  fllrtrOT 

This  instrument  u/as  acknowledged  before  me  on  the 


STATE  OF  TEXAS 
Vty  Comm.  Exp.  11-08-2012 

COUNTY  Or 


ACKNOWLEDGMENT 


_dayof 


WoTary  Pu^ic.  State  of 
Notary's  naftio  (pnntod): 
Notary's  commission  oxpitfe 


Tnis  instrument  was  acknowledged  before  me  on  the 


ACKNOWLEDGMENT 


_dayot_ 


.2010.  by_ 


Motaiy  Puoric,  State  oi  Teos 
Notary's  nsme  (printed): 
Notor/s  commission  expires: 
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EXHIBIT  A 

Attached  to  and  made  a  part  of  that  certain  Oil  and  Gas  Lease  dated  the  ^i^of  October,  2010  by  and  between  SCH 
Properties,  LLC,  as  Lessor,  and  Chesapeake  Exploration,  L.L.C.,  as  Lessee  ("Lease"),  to  wit: 

1.  ADDENDUM  CONTROLS.  In  the  event  of  a  conflict  between  the  terras  of  this  Addendum  and  the  other  terms  of 
the  oil  and  gas  lease,  the  terms  of  this  Addendum  shall  control. 

2.  SURFACE  USE.  Lessee  is  prohibited  from  using  the  surface  of  the  leased  premises  for  any  purpose,  including  but 
not  limited  to  seismic  operations  or  gathering  lines,  but  Lessee  may  engage  in  directional  drilling  activities  beneath  the  leased 
premises  that  are  conducted  from  surface  locations  on  other  land.  A  directional  well  drilled  under  this  provision  shall  be 
considered  to  be  located  on  the  Land. 

3.  POOLING  DESIGNATIONS.  Upon  written  request,  Lessee  shall  provide  Lessor  with  a  recorded  copy  of  all 
recorded  pooling  designations  from  the  County  Clerk  regarding  the  leased  premises. 

4.  POOLING  ALL  OF  THE  LAND.  No  part  of  the  leased  premises  shall  be  pooled,  unless  all  of  the  leased  premises 
is  pooled  in  the  same  unit. 

5.  ROYALTY.  A)  As  to  all  oil  and  gas  sold  by  Lessee  to  an  unaffiliated  entity,  the  royalties  payable  to  Lessor  for  oil 
and  gas,  including  casinghead  gas  or  other  gaseous  substances  produced  and  saved  from  the  leased  premises  and  sold  on  or 
off  the  leased  premises,  shall  be  one-fourth  (l/4th)  of  the  net  proceeds  realized  by  Lessee  from  the  sale  thereof.  Upon  request, 
Lessee  shall  make  available  for  Lessor's  review  a  copy  of  any  gas  contract  entered  into  between  Lessee  and  such  unaffiliated 
entity  for  oil  and  gas  sold  from  the  leased  premises,  and  Lessor  shall  not  disclose  the  terms  of  such  contract  to  any  party 
without  the  prior  written  consent  of  Lessee.  It  is  agreed  between  the  Lessor  and  Lessee  that,  notwithstanding  any  language 
herein  to  the  contrary,  all  oil,  gas  or  other  proceeds  accruing  to  the  Lessor  under  this  lease  or  by  state  law  shall  be  without 
deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating,  dehydrating,  compressing,  processing, 
transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the  product  into  marketable 
form;  however,  any  such  costs  incurred  on  an  unaffiliated  interstate  or  intrastate  gas  pipeline  which  result  in  enhancing  the 
value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production 
so  long  as  they  are  based  on  Lessee's  actual  cost  of  such  enhancements. 

(B)  Where  an  entity  affiliated  with  Lessee  is  the  purchaser  of  the  oil  or  gas,  including  casinghead  gas  or 
other  gaseous  substances  produced  and  saved  from  the  leased  premises  and  sold  on  or  off  the  leased  premises,  the  royalties 
payable  to  Lessor  shall  be  one-fourth  (l/4th)  of  the  net  proceeds  received  by  Lessee  from  such  affiliated  entity  provided, 
however,  the  value  of  Lessor's  royalty  oil  or  gas  shall  be=not  less  than  an  amount  determined  through  the  use  of  market  value 
index  prices  for  the  month  of  production  as  set  forth  in  Published  Indices.  For  purposes  of  this  lease,  "Published  Indices" 
must  be  industry  recognized  published  price  references,  unaffiliated  with  Lessee,  which  reflect  the  market  value  for  oil  and 
natural  gas  produced  in  Tarrant  County,  Texas.  Examples  of  such  publications  include  Natural  Gas  Week,  Inside  F.E.R.C/S 
Gas  Market  Report  and  Natural  Gas  Intelligence  Gas  Price  Index  and  other  current  or  future  publication  satisfying  the 
Published  Indices  criteria.  The  parties  may  mutually  agree  to  base  the  value  of  Lessor's  royalty  oil  or  gas  on  one  specific 
index  or  an  average  of  two  or  more  indices.  The  Published  Indices  relied  upon  to  determine  the  value  of  Lessor's  oil  or  gas 
may  be  changed  from  time  to  time  in  order  to  always  reflect  the  market  value  for  the  oil  and  gas  produced  from  the  leased 
premises.  Upon  request,  Lessee  shall  advise  Lessor  of  the  Published  Indices  being  used  to  determine  Lessor's  royalty. 

6..        SHUT-IN  ROYALTY.  If  at  any  time  after  the  expiration  of  the  Primary  Term,  there  is  a  gas  well  on  this  Lease  or 
on  acreage  pooled  therewith  capable  of  producing  gas  in  paying  quantities,  but  gas  is  not  being  sold,  Lessee  shall  pay  or 
tender  in  advance  an  annual  shut-in  royalty  of  $100  per  acre  that  is  included  in  a  pooled  unit  including  land  covered  by  the 
Lease  and  is  shut-in.  Payment  with  respect  to  a  shut-in  well  will  be  due  within  90  days  after  the  well  is  shut-in.  While  shut-in 
royalty  payments  are  timely  and  properly  paid,  this  Lease  will  be  held  as  a  producing  lease.  The  right  of  Lessee  to  maintain 
this  Lease  in  force  by  payment  of  shut-in  gas  royalty  is  limited  to  the  period  of  two  consecutive  years  or  4  (four)  years  in  the 
aggregate.  The  obligation  of  Lessee  to  pay  shut-in  royalty  is  a  condition  and  not  a  covenant.  The  payment  or  tender  of  royalty 
under  this  paragraph  may  be  made  by  the  check  of  Lessee  mailed  or  delivered  to  the  parties  entitled  thereto  on  or  before  the 
due  date 
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7.  POOLING.  The  acreage  in  a  pooled  unit  may  not  exceed  40  acres  for  oil,  and  420  acres,  plus  a  tolerance  of  10%, 
for  gas. 

8.  LAPSE  OF  THE  LEASE.  At  the  time  of  the  lapse  of  this  Lease  by  any  of  its  terms  or  provisions,  Lessee  agrees  to 
promptly  execute  and  deliver  to  Lessor,  or  file  for  record  in  the  public  land  records  office  of  the  county  and  state  where  this 
property  lies,  a  written  release  and  surrender  of  this  lease  save  and  except  that  portion  maintained  by  virtue  of  any  provision 
of  this  Lease. 

9.  INSURANCE  REQUIREMENTS.  (A)  All  policies  shall  be  written  on  an  occurrence  basis  except  for 
Environmental  Pollution  Liability  (Seepage  and  Pollution  coverage)  and  excess  or  umbrella  liability,  which  may  be  made  on 
a  claims  made  basis.  Lessee  shall  be  responsible  for  the  deductibles  on  insurance  policies  maintained  by  Lessee.  Lessee's 
insurance  required  herein  must  include  premises,  operations,  blowout  or  explosion,  products,  completed  operations,  sudden 
and  accidental  pollution,  blanket  contractual  liability,  underground  resources  damage,  broad  form  property  damage, 
independent  contractor's  protective  liability,  and  personal  injury.  This  coverage  shall  be  in  a  minimum  combined  single  limit 
of  $1,000,000.00  per  occurrence  for  bodily  injury  and  property  damage.  Additionally  Lessee  must  provide  Lessor  evidence 
of  $5,000,000.00  of  excess  or  umbrella  liability  coverage.  Such  insurance  requirements  shall  be  met  by  a  combination  of 
self-insurance,  primary  and  excess  insurance  properties. 

(B)  Lessee's  policy  or  policies  should  cover  the  cost  of  controlling  a  well  that  is  out  of  control,  re- 
drilling  or  restoration  expenses,  seepage  and  pollution  damage  as  first  party  recovery  for  the  Lessee  and  related  expenses, 
including,  but  not  limited  to,  loss  of  equipment,  experts  and  evacuation  of  residents,  and  shall  provide  the  following  limits: 

$5,000,000.00  Per  occurrence/no  aggregate,  if  reasonably  available, 

otherwise  an  aggregate  of  five  (5)  million  dollars. 

$500,000.00  Sub  limit  endorsement  may  be  added  for  damage  to 

property  for  which  the  Lessee  has  care,  custody,  and 
control. 

10.  INDEMNITY.  (A)  Lessee  agrees  to  indemnify  and  hold  harmless  Lessor,  and  Lessor's  representatives, 
successors,  and  assigns  against  all  expenses,  claims,  demands,  liabilities,  and  causes  of  action  of  any  nature  for  injury 
to  or  death  of  persons  and  loss  or  damage  to  property,  including,  without  limitation,  reasonable  attorney  fees,  expert 
fees,  and  court  costs,  caused  by  Lessee's  operations  on  the  land  or  Lessee's  marketing  of  production  from  the  land  or 
any  violation  of  any  environmental  requirements  by  lessee.  As  used  in  this  paragraph,  the  term  "Lessee"  includes 
Lessee,  its  agents,  employees,  servants,  contractors,  and  any  other  person  acting  under  its  direction  and  control,  and 
its  independent  contractors.  Lessee's  indemnity  obligations  survive  the  termination  of  this  lease. 

(B)  Lessee  assumes  full  responsibility  and  liability  between  the  parties  hereto  for  any  pollution 
caused  by  Lessee's  operations  and  agrees  to  promptly  remedy  and  clean  up  any  such  pollution  at  Lessee's  sole 
expense,  and  to  hold  Lessor  harmless  from  all  claims  for  damages  caused  by  such  pollution.  Lessee  agrees  to  defend, 
at  Lessee's  expense,  any  such  suit  brought  against  Lessor  on  account  of  such  claims,  and  to  pay  any  judgment  against 
Lessor  resulting  from  any  such  suit 

11.  COMPLIANCE  WITH  ENVIRONMENTAL  LAWS  AND  REGULATIONS.  Lessee,  its  successors  and 
assigns,  by  its  acceptance  of  this  lease,  hereby  agrees  to  comply  with  all  applicable  laws,  rules,  and  regulations  and  hereby 
assumes  full  responsibility  for,  and  agrees  to  indemnify,  defend,  and  hold  harmless,  Lessor  from  and  against  any  loss, 
liability,  claim,  fine,  expense  cost  (including  attorneys  fees  and  expenses),  and  cause  of  action  caused  by  or  arising  out  of  the 
violation  (or  defense  of  the  alleged  violation)  of  any  federal,  state,  or  local  laws,  rules  or  regulations  applicable  to  any  waste 
material,  drilling  matter  fluid,  or  any  hazardous  substances  released  or  caused  to  be  released  by  Lessee  or  Lessee's  agents,  or 
independent  contractors  from  the  land  leased  hereunder  into  the  atmosphere  or  into  or  upon  the  land  or  any  water  course  or 
body  of  water,  including  ground  water.  Additionally,  upon  receiving  any  notice  regarding  any  environmental,  pollution,  or 
contamination  problem  or  violation  of  any  law,  rule,  or  regulation,  Lessee  will  forward  a  copy  to  Lessor  by  certified  mail 
within  thirty  (30)  days.  If  Lessee  fails  to  deliver  such  notice  complying  with  the  requirements  of  this  section,  then  Lessee 
shall  pay  Lessor  an  amount  equal  to  One  Hundred  Dollars  ($100.00)  per  acre  per  day  for  each  acre  of  the  Leased  Premises  that 
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is  affected  by  the  environmental,  pollution,  or  any  other  contamination  problem,  beginning  with  the  date  in  which  the  Lessee 
receives  notice  regarding  such  problem  and  ending  with  the  date  in  which  the  Lessor  becomes  noticed  of  such  problem  This 
provision  and  its  indemnities  shall  survive  the  termination  of  this  Lease,  and  shall  enure  to  the  successors  heirs  and  assigns 
of  Lessor  and  Lessee.  '  ° 

12.  MINERALS  COVERED.  This  Lease  covers  only  oil  and  gas.  The  term  "oil  and  gas"  means  oil  <*as  and  other 
liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore. 

13.  NO  WARRANTIES.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this 
Lease,  Lessee  acknowledges  that  it  has  been  given  full  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  If  Lessor  owns  an  interest  in  the  Land 
less  than  the  entire  fee  simple  estate,  then  the  royalties  payable  hereunder  will  be  reduced  proportionately.  Lessee  at  its 
option,  may  discharge  any  tax,  mortgage,  or  other  Hen  on  the  Land,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  it 

1 4.  ATTORNEY'S  FEES.  In  the  event  that  Lessor  is  required  to  employ  legal  counsel  for  the  enforcement  of  any 
provision  of  this  Lease  and  prevails,  Lessor  will  be  entitled  to  recover  from  Lessee  reasonable  attorney's  fees,  court  costs 
and  related  expenses  incurred  by  Lessor. 

15.  DISPUTE  RESOLUTION.  In  the  event  of  a  dispute  under  this  Lease,  the  parties  agree  to  attempt  to  resolve  the 
dispute  through  good  faith  mediation  to  be  held  Tarrant  County,  Texas,  within  a  reasonable  time  after  the  dispute  becomes 
known.  The  duty  of  mediation  will  not  prevent  a  party  from  filing  a  legal  proceeding  either  before  or  after  the  mediation. 

16.  ^      ADDITIONAL  ACREAGE-This  Lease  also  covers  and  includes  all  land  owned  or  claimed  by  Lessor  adjacent  or 
contiguous  to  the  Land,  whether  the  same  be  in  said  survey  or  surveys  or  in  adjacent  surveys,  although  not  included  within 
the  boundaries  of  the  leased  premises.  If  any  additional  acreage  is  included  in  this  Lease  pursuant  to  the  foregoing  sentence, 
then  bonus  shall  be  calculated  and  paid  as  to  said  additional  acreage  on  the  same  terms  as  it  is  calculated  and  paid°for  the 
leased  premises,  and  this  Lease  shall  be  deemed  to  include  all  said  additional  acreage.  Lessor  must  send  written  notice  to 
Lessee  of  any  discrepancies  in  acreage.  If  a  determination  is  made  wherein  a  discrepancy  exists,  Lessee  shall  have  30  days  to 
forward  any  addition  bonus  amount  owed. 

17.  OPERATIONS.  If,  at  the  expiration  of  the  Primary  Term,  oil  or  gas  is  not  being  produced  from  the  Land  or  on 
acreage  pooled  therewith,  but  Lessee  has  commenced  the  actual  drilling  of  a  well  in  a  unit  including  the  Land,  the  Lease  will 
not  terminate  but  will  remain  in  effect  for  so  long  thereafter  as  operations  are  carried  out  with  due  diligence  with  no  cessation 
of  more  than  60  days,  and  if  the  operations  result  in  the  production  of  oil  or  gas,  the  Lease  shall  remain  in  force  as  otherwise 
provided  herein.  For  the  purposes  of  this  Lease,  (i)  the  term  "operations"  means  operations  for  any  of  the  following:  drilling, 
testing,  completing,  reworking,  recompleting,  deepening,  plugging  back,  or  repairing  of  a  well  in  search  for  or  in  the 
endeavor  to  obtain  production  of  oil  or  gas,  and  (b)  the  term  "commencement  of  actual  drilling,"  and  similar  terms,  means  the 
penetration  of  the  surface  with  a  drilling  rig  capable  of  drilling  to  the  anticipated  total  depth  of  the  well  and  the  total  length  of 
any  horizontal  component  of  the  well.  ° 
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